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Normal Trait 
Is To Change 


ee LL of these stocks are in move- 

ment,” writes Walter Kk. Gutman, 
a market analyst of long experience, on 
the next page, and adds, “There are not 
only more movements in the market than 
anywhere else, but more types of move- 
ment.” Somehow, such phrasing, getting 
away from the commonplace method of 
referring to price changes as “fluctua- 
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Stock price movements arise from so 
many market elements that the thor- 
oughly experienced investor allows for 
them, is not influenced by them when 
following a regular program. The factor 
which directs his investment schedule is 
the quality of his stock selection. He is 
aware that what he hopes prices will do 
after a purchase is made may not be- 
come a fact, at least for some time; and 


will work for him in a market subject to 
persistent movement. 

Why stock prices change offers no 
problem to persons who have a broad 
understanding of the nature of stocks. 
Tides of emotion, such as anxiety over 
the business prospect, political changes 
or what not: or sudden enthusiasm over 
business news or political events and the 
like, frequently arouse tidal price move- 


tions,” comes closer to picturing the his confidence is bolstered by his plan, ments. Sometimes they have a “long-pull” 
dominant characteristics of common influence upon the market, sometimes that 


stocks. To speak of a greal variety of 


stocks, such as the widely diversified 











influence is short lived. 
Last summer. for example, the Korean 











issues listed on the New York Stock crisis depressed market sentiment sudden- 
Exchange, as constantly moving suggests ly. The Dow, Jones & Co. industrial stock 
forces at work that are not always explain- average fell from 228.38 on June 12 to 
able, although many are readily under- 197.46 a month later. Two months after ] 
stood. that low was touched, the average was up , 
again to 226.78. This record provides ex- ol 
Irritating Transitions cellent illustration of short-term effects 4 
As all investors know, it often happens of market emotions. . 
that the price of a stock which has been A Reverse Swing B. 
selected after careful research recedes Tx Dees & en ee dj 
while a great many others are advancing. changed market sentiment upon prices. al 
It happens, too, that a stock which a reference may be made to what happened 
holder decides to be high enough to after the 1946 peak (Dow, Jones & Co. q 
justify the realization of a capital gain industrial average) of 212.50 was regis- m 
and reinvestment of the principal in an- eS eee ae » 
other “situation,” sometimes rises in which provides for additional invest- ried to 163.12 later that year, and, with is 
price after the investor has sold it. Either ents from time to time, giving him a a see-saw movement, on to 161.60 in June, by 
event can be the cause of irritation . . . spread over market movements, up and 1949, when a broad upward trend began. th 
and is. Self-analysis of personal judg- down. When it comes to the less spectacular k 
ment that resulted in what looks for The seasoned investor knows that, al- evidence of the market’s tendency to ti 
a while, at least, like a poor timing of though a price at the moment he decides — move, so many forces can be thought of e 
the purchase or sale frequently jolts the {6 invest, looks reasonable to him, other that much space would be required to 
investor's confidence. market participants may not agree. He is mention them. Individual investors’ needs 
Experience suggests that a disconcert- logical about this, for the stock he ac- and desires; their calculations of stock 
ing market movement, discovered later quires is stock someone else has sold fo values which may vary greatly; their de- li 
on to have been transient, is one of the him. The seller’s price idea at the time cisions to transfer funds from one indus- a 
reasons why too many investment pro- did not agree with his; the accompanying try to another: their intention to get a e 
grams peter out before they have pro- logical thought is that, since a single larger dividend income by selling one n 
ceeded beyond the first enthusiastic stage. seller has disagreed with his idea of price, stock and buying another: the switching Y 
In such instances the investor feels that a great many more people may also dis- of large portfolio holdings into other a 
a kind of injustice has been done him agree with him. His price idea may be stocks. or—at this season of the year i 
because the market’s weightier price- right—and the stock will rise—and if it is sales or purchases for income tax pur- y 
opinion has not been the same as his. proved wrong. he has reason to believe poses, comprise only a few of the forces t 
forgetting the stock market’s major that by spreading other purchases over working to cause movement in the stock e 
tendency—to move. a variety of prices. the law of averages market. 
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i YOU are an analyst in the securities 
business you have been wrong so 
often that, no matter what you think, 
you have the unhappy suspicion you may 
be wrong again. Of course, you have also 
been right, otherwise you would not exist. 
But the market is so truthful it quickly 
disconcerts you when you are wrong 
about it. 

You are both right and wrong fre- 
quently because the market is full of 
movement. You are always thinking of 
what the next move is going to be. There 
is not much satisfaction in the last move 
because it is now over. The next move is 
the one you are interested in. The mar- 
ket is tremendously exciting, but also 
tiring. Sometimes you get tired of being 
either right or wrong. 

Scope of the Market 

There are more than a thousand stocks 
listed on the New York Stock Exchange 
and a couple of thousand more on other 
exchanges and in the “over-the-counter” 
market. All of these are in movement. 
You can’t follow them all, but you hear 
about more than you can follow, at lunch, 
in the subway, at dinner. All around 
you is a breath-taking display of oppor- 
tunity and you fail to see all of the 
exhibits. You take your vacation where 
there are fish and trees and no telephones, 


Market Analyst’s Task 
Is to Breast a Sea of Prices 


In Constant Movement 


— 





By WALTER K. GUTMAN 


to get away from stocks. But the market, 
like a magnet, draws you back again. 

There are not only more movements in 
the market than anywhere else, but more 
types of movement. There are times when 
all stocks surge up or down together. 
Transient elements, which have nothing 
to do with your careful calculations as 
a security analyst, seem to have taken 
over. You are grasped by a sense of 
immensity. You get an idea of the tre- 
mendous mass of stocks, of the businesses 
they represent, of the millions of investors 
that exist. Just as in a hurricane you 
get a feeling of that vast space you have 
read about. Now in the hurricane that 
whole space is blowing at you. And so 
you gaze uncertainly at a market which 
is blowing itself out. 

But there are movements which are so 
quiet that they can only be seen after- 
ward. With hindsight you see what you 
might have seen. In the market the human 
being exists in four dimensions. If he 
does not deeply understand this he does 
not become a really successful investor. 
Patience is what successful market people 
all tell us we need most. Patience is able 
to carve things out of time, the only tool 
that is able to do so. Time is the fourth 
dimension. It is not only in physics that 
the fourth dimension is important. It is 
also important in investments. 


Someone has put some money into a 
company and has told the management 
to go ahead. That directive stays with 
the shares you buy. Everyone who buys 
a share of stock has told some manage- 
ment to go ahead. But the management 
cannot go ahead in a few minutes or 
even a few months. It takes time. Given 
time some managements have done won- 
derfully well. People who kept the stock 
they bought in Minnesota Mining and 
Manufacturing, Dow Chemical, General 
Motors, Schenley, Texas Pacific Land 
Trust, Sears Roebuck and very 
other companies have been 
richly. 

A customer brought to a brokerage of- 
fice a large bundle of stocks. He said, 
“See if any of these have value.” Just 
one of the certificates did; it was worth 
$16. Time brings death, too. There is 
no magic formula. Any investor must 
exercise judgment or hire someone to do 
it for him. One important judgment is 
whether time is with him or against him 
and what is the time involved? 

Speed is not a true dimension but it 
is an aspect of time that is important to 
men. To the earth the speed of light is 
just a fact. It never wonders how it 
would have been if light moved faster 
still. It can wait. 


many 
rewarded 


To the investor the 





“Any investor must exercise judgment.” 


speed of development means a great deal. 
Suppose two investors saw their capital 
grow 2,000 per cent in 20 years, such as 
has happened with investors in Minne- 
sota Mining and Manufacturing Co. One 
investment went ahead 1.500 per cent in 
the first decade and 500 per cent in the 
second. The other had a slow start, going 
ahead only 500 per cent in the first ten 
years but coming through in a blinding 
finish. They both came across the twenty- 
vear line together. Obviously the man 
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with the faster starter had more years to 
enjoy his gains. Because fast action can 
mean so much, many of us forget that 
patience is also essential to permit devel- 
opments that time can bring. 

With so many things to keep in mind 
how do we analysts succeed at all? It is 
not hard to be successful in choosing 
investments. The difficulty lies in choos- 
ing the choicest opportunities. There is 
a confusion of opportunities rather than 
a lack of them. This is a great country. 
Opportunities stretch out in two ways, in 
the direction of discovery and the direc- 
tion of recovery. The atom bomb is 
perfected, and uranium, a hitherto incon- 
sequential mineral, becomes high priced. 
Cortisone, the new product to treat 
arthritis, is discovered and ox-bile be- 
comes a precious by-product of the 
slaughter house. The farmers and butch- 
ers have probably made more money out 
of cortisone than the company which 
perfected its synthesis. 

The pace is quickening all the time. 
Twenty years ago a company with twenty 
Today 


relatively small companies have a hun- 


chemists was research minded. 


dred technicians doing research, they 
have high cost complex equipment with 


sooty grtet. rial te 


a 
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fine reference libraries. Of the places 
where men live, at home, aboard com- 
muter trains, aboard transport planes, or 
at their office, the finest by far is the 
place they work, if it is modern. 


Rich Pulse of Wealth 

Benefiting from investments is just get- 
ting a share of this rich pulse of wealth. 
Wars, old-fashioned political thinking 
knock us down and hold us back but the 
creative force is constant and powerful. 
Even during war more wealth can be 
created than is destroyed. 

Investors and traders sometimes ask: 
“Why do you always tell us to buy, why 
don’t you ever suggest that we sell.” The 
reason is this fundamental forward move- 
ment. Some of it is called inflation, some 
is called progress. A lot is done in con- 
fusion. But it just is a fact that we are 
moving forward economically. The fig- 
ures on national income show that. But 
you also can see the people, the houses, 
factories, the spreading 
towns. There are more people, and they 
are not smaller or poorer-clothed than 
they used to be. On the contrary they 
are bigger, healthier looking, more beauti- 
fully dressed. 


the growing 


There are pauses in this forward move- 
ment. For the past month or more, pro- 
fessional market advice has been cautious. 
We do suggest to customers that they 
sell now and then. Sometimes our judg- 
ment is wrong, but the market analysts 
usually tell the public what they think, 
and they think to the best of their abil- 
ity. Analysts frequently question their 
thoughts because they know the tremen- 
dous number of variables in the situation. 
But they try to be realistic and most of 
them succeed. You can’t stay in the busi- 
ness unless you have a good grip on 
reality. 


Capital Growth Possibilities 

The biggest reality of the market is 
the ever-present possibility of change. 
There is always the enormous possibility 
of change in terms of time. This is the 
greatest source of capital-growth possi- 
bilities. From time to time other big pos- 
sibilities are created. Political forces 
created them in the utility holding com- 
pany stocks. Political ill winds blew the 
stocks down, and experienced analysis of 
underlying values showed that there were 
great possibilities for change. Fortunes 

(Continued on page 10) 
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GENERAL RISE 
OF CORPORATE EARNINGS 
FEATURES NINE MONTHS’ REPORTS 


OUR hundred and forty companies 

listed on the New York Stock Ex- 
change reported aggregate net earnings of 
$4,700,476,000 in the first nine months of 
this year, an increase of 35.7 per cent 
over the same 1949 period. The group 
record, on the next page, contains statis- 
tics picturing an unusual state of indus- 
trial, transportation and trade activity. 

Net earnings of many companies for 
the full year will exceed those of any past 
year. A number of companies, be- 
cause they were listed during 1950, did 
not enter into previous calculations of op- 
erating results. Less than half the com- 
panies of the Stock Exchange list are in- 
cluded in the statistics, comprising those 
whose estimated net had been made pub- 
lic up to Nov. 10. 

Gains in profits after tax allowances and 
reserves explain why there has been a rise 
this quarter of extra and special dividends, 
at the same time that a long array of ordi- 
nary cash distributions have been in- 
creased. Generally speaking, more gener- 
ous percentages of profits have been dis- 
bursed to stockholders this year than last; 
yet it appears unlikely that many corpora- 
tions will be seen, when full-year dividend 
compilations are in hand, to have paid out 





EWING GALLOWAY 
Continuous rolling of steel at Republic’s 
mill at Cleveland, Ohio. 


as high a proportion of net as in good 
years before this decade’s high cost of 
property enlargement and improvement 
came along. 

When recollection goes back to the un- 
certain industrial outlook noted by some 
economists last January and February, 
the record of 1950 contains elements of 
surprise. Nor can defense preparations, 


A review of group gains for the nine 
months (see the table) will show some 
earnings’ upturns which were hardly ex- 
pected so recently as mid-year. The 
railroad and rail equipment concerns, for 
example, with a 65.5 per cent rise of net 
confounded some observers who had been 
unimpressed by the prospect not long 
ago. Aided by a practical wage stale- 





A. DEVANEY 


Giant presses used for stamping automobile parts. 


which appeared rather suddenly in the 
business panorama last June as a produc- 
tion stimulant, be credited with adding 
more than a widening impulse in the third 
quarter. Probably it will not be until the 
first and second quarters of next year 
that the many factories will find manufac- 
turing schedules well filled with military 
business. By the same token, the recipients 
of sizable dividends this year will be esti- 
mating the effect of corporate income 
taxes on 1951 earnings far more inten- 
sively than has been the case thus far. 


mate since Federal operation of the car- 
riers began when a temporary deadlock 
occurred between the carriers and several 
brotherhoods, the Class I roads have been 
able to retain more net than seemed likely 
last spring. At the same time, continued 
large volume traffic has acted to main- 
tain gross receipts on a high plateau. To 
find that all but one of the companies 
have been in the profit area, while 46 of 
53 have done better than in 1949, reflects 
a better than average railroad position. 

The machinery and metal category of 
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companies, showing a rise of 60.7 per 
cent in earnings, benefited, in one par- 
ticular, from large re-tooling business. 
Although most corporations had taken 
steps after World War II ended to replace 
worn and obsolete plant equipment as 
rapidly as possible, the work remained 
uncompleted, and in this segment of in- 
dustry, referring to the making of equip- 
ment, companies awaiting large defense 
orders probably speeded up their antici- 
pated demands. All of the 55 companies 
of the machinery roster reported net earn- 
ings for the period and 40 of them did 
better than in the preceding year. 
Machinery and metal statistics con- 
tain suggestions for investment research. 
Several tool-making companies of the list 
have long records of annual dividend pay- 
these, and others. stand in the 
path of plant changes. additions and im- 
provements likely to be called for by 


ments: 


military orders. The group of companies. 
as a whole, are capitalized on a moderate 
scale: some note no debt in their balance 
sheets. 

Improvement of textile company earn- 
119.3 per cent 
active year for them, somewhat in con- 
trast both with their results in 1949 and 
with many expectations of the first half 
of this year. A glance backward brings 


ings discloses an 


recollection of only fair to reasonably 
good retail business of last spring, as 
recounted in department store sales; but 
this manufacturing area stood in a 
preferred position when it came to the 
the military draft and 
speeded up enlistments, because clothing 
for early and continued delivery became 
a must. At the same time, high employ- 
ment swelled civilian demand for many 
textile products. The active state of tex- 
tiles is disclosed in the table, all 17 com- 
panies not only reporting profits but 
exceeding last year's showing. 


imposition of 


More Than Meets the Eye 
On a percentage basis, the 33.6 
cent rise of automotive company net 


per 
was 
more significant than the figures noted. 
The upturn of one-third over 1949 re- 
flected an enormous demand, as 1949 had 
The 


movie companies, showing the largest per- 


also been a big motor car year. 


centage gain of all the groups, staged a 
recovery from what had been something 
of a slump during the preceding two 
years. 

The sturdy chemical group made its 
usual strong exhibit of earnings in a busy 
industrial year. Chemicals enter into so 
kinds of production that they 
supply a barometer of the business situ- 


many 








NINE MONTHS, 1950, NET INCOME OF 440 COMPANIES LISTED 
ON N. Y. STOCK EXCHANGE BY INDUSTRIAL GROUPS 

— NUMBER — — Per Cent 
Improved Change 

(ist 9 Mos Estimated (ist 9 Mos. 

Industry Reporting Showing 1950 vs. Ist Group Net 1950 vs. Ist 

To Date Net Profit 9 Mos. 1949) Income 9 Mos. 1949) 

| ee 9 8 7 $ 38.003.000 +112.9% 
Amusement... . . 5 5 5 66.551.000 -+-}373.7 
Automotive . . .. . 34 32 28 924,536,000 + $3.6 
Building Trade . . . . 16 16 14 81.561.000 + 33.6 
eT 10 37 576,026,000 1 50.7 
Electrical Equipment . . 12 12 10 202.142.000 t 38.3 
Financial . . . ... (219 19 19 86.039.000 + 24.1 
Food Prod. & Beverages 20 19 13 82,713.000 5.6 
Machinery & Metals . . 55 55 10 143.577.000 60.7 
WN x 2 = © . 16 16 50,224,000 - 482 
Office Equipment . . . 5 5 3 34,974,000 L @4 
Paper & Publishing . . 18 18 13 53.350.000 t. 42.7 
Petroleum & Natural Gas 29 29 22 987.156,000 + 18.0 
Railroad & R.R. Equip. 53 52 16 103,258,000 + 65.5 
Retail Trade. . ... 14 13 8 25,755,000 + 56.9 
Steel & Iron . .... 27 27 24 531,668,000 + 35.0 
WOME sss ee @ © 1 17 17 110,891,000 +119.3 
ee ee 7 7 0 27.039,000 2.5 
ON ss sks os we Oe 27 23 219,884,000 + 17.0 
Other Companies . . . 14 14 9 55.129.000 + 44.6 

We is eee ae oe oe 131 354 $4.700.476,000 + 35.7% 











aiion at any time. The significant fact 
about this group’s display lies in the 
ability of nearly all of the 40 companies 
to earn more than in the first three- 
quarters of 1949. 

Building trade companies, including 
makers of cement, lumber, house and of- 
fice fittings, etc., call for special attention. 
As everyone has been aware, new con- 
struction reached high altitudes this year, 
and a reflection of unusual activity is 
found in the net income statistics. Nothing 
short of very good business could enable 
all except 2 of the 16 concerns to earn a 
profit larger than 1949 produced, for cor- 
porations in this category have, in the 
past, been subject to rather abrupt and 
wide swings of earnings. What about their 
situation next year? 

It is logical to expect that military de- 
fense schedules will entail the use of build- 
ing materials in quantity. The question to 
be answered by events to come is whether 
or not credit restrictions, and possible 
rationing of some materials, will retard 
private building greatly. Monthly figures 
of new undertakings have lately disclosed 
hesitancy among builders. Some materials 
have dropped in price. The sale of newly- 
built houses in some sections is reported 
“slower” this autumn than during the 
summer. But more time will be needed to 
see how the tide will run in an as yet 
underbuilt country. 

A real feature of the statistics is sup- 
plied by the mining company showing. 
Non-ferrous metals figure prominently in 
the figures; even before defense buying 
and stock-piling began to rise. ordinary 
requirements for copper, lead, zinc, ete. 

plus stock-piling—were absorbing both 
domestic production and imports close to 
the limit. 

The. mining field gives another illus- 
tration of a reversed prospect as seen 
when 1950 opened. During the winter of 
1949-50 metal prices were still in the 
lower levels of the post-war price decline. 
An oversupply of lead, as an example. 
received attention in trade comment. 
Some marginal zinc producers had been 
closed down for some time. But from 
mid-year onward, the situation began to 
right itself rapidly, prices advanced and 
supplies dwindled. 

The non-ferrous metal outlook for 
years immediately ahead contains fea- 
tures considered so important for in- 
vestors’ study that THE EXCHANGE has 
scheduled an article for December which 
will examine mining “growth” aspects. 
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TV and 
RADIO 
GROWTH 


Revealed in Survey of Electrical Equ 


Drying outside coating of picture tubes 


volume and earnings must be made from 
an exceptionally high base. 

While the strictly longer term outlook 
for the industry as a whole is favorable, 
inasmuch as the primary factors of popu- 
lation growth and the increasing im- 
portance of electrical products in our 
everyday use indicate continued unit vol- 
ume expansion, prospects for sales and 





FWING GALLOWAY 


Radio demand remains active despite TV. 


HE question of what 1951 holds for 

the electrical equipment industry can 
be answered, within limitations. by an 
appraisal of the industry's position under 
conditions of peace, or of full-scale de- 
fense preparations. Thus far this year 
virtually all phases of the industry have 
operated at record or near record levels. 
so that any comparisons of expected 195] 


earnings improvement over the medium 
term are considerably more uncertain be- 
cause of influences beyond the industry’s 
control. 

It appears that there will be a good 
deal of fluctuation in the performance of 
the various segments of the industry dur- 
ing the next twelve months. From the 
standpoint of popularity with the in- 





with infra-red light. 


vestor, the outlook for the radio and 
television industry over the medium term 
primary judging 
from the amount of interest that the com- 
panies in this group have attracted in 
recent years. 


assumes importance, 


Growth records of television receiver 
and parts manufacturers in the past four 
vears are well known and need little com- 


ipment Com panes 


By F. E. WURZBACHER, JR. 


ment. It is sufficient to point out that 
only as long ago as 1948 did the radio 
industry first begin to benefit from the 
mass production of television receivers 
From a few hundred 
thousand sets in that year, the industry 
expanded to produce about 3.000.000 
television receivers in 1949 and in 1950 
it is estimated that over 6.000.000 will be 
shipped. Although it is true that the out- 
put of radios has declined rather sharply 
from the pre-television peak. output con- 
tinues relatively large. Dollar volume of 


and equipment. 


the companies engaged in the industry has 
expanded even more sharply than. tele- 
vision unit production, largely because 
of the substantially higher unit prices of 
television sets as compared with radios. 

A look at the records of some of the 
major video set manufacturers, including 
Admiral Corporation, Emerson Radio and 
Phonograph Co.. Magnavox Inc., Philco 
Inc., ROA, Sparks-Withington and Zenith, 
gives ample evidence of the amazing 
erowth record of television set manufac- 
turers. Admiral, for instance, had sales 
of $47,898,938 in 1947, $66,764,266 in 
1948, $112.004.251 in 1949 and reached 
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a peak of $166,924,994 in the first nine 
months of 1950. Zenith’s volume in the 
fiscal years from April, 1947, through 
1949 expanded from $57,362,701 to $77,- 
146,861 and reached a peak of $99,210,- 
746 in the initial nine months of 1950. 
Uppermost in the mind of the investing 
public, however, is the question of what 
will happen to the video industry in the 
coming year. Any young industry faces 
normal > but now the 
group is confronted with important ele- 
ments brought about by conditions be- 
yond the industry’s control. Excise taxes, 
consumer credit restrictions, possible ma- 
terial shortages and production limitations 
together with necessarily higher prices, 
the color controversy and the impending 


‘ 


‘growing pains,’ 


allocation of new telecasting channels 
promise to have an important bearing on 
this industry in coming months. 


Growth Outlook 


It is virtually certain that under peace- 
time conditions the video industry would 
continue to expand through 1951 and 
thereafter. On the other hand, it is al- 
most as certain that in any period of full- 
scale defense work, normal civilian activ- 
ities of the industry could come to a 
complete standstill. This is not to say. 
however, that dollar output would drop 
sharply. Should the industry be forced 
to go on a 100 per cent defense footing. 
it is possible that sales would be greater 
than at present. This is because of the 
tremendous demand for electronic items 
in a great number of military products 
used in warfare as we know it today, 
and the fact that the much more rigid 
specifications for military items command 
considerably higher prices than civilian 
products. 

Under present conditions, however, the 
investor is primarily concerned with the 
position of the radio and television in- 
dustry in an accelerated military produc- 
tion economy, such as may be experienced 
in the next year. At present, there are 
several uncertainties under the latter cir- 
cumstances. While potential demand for 
television sets is extremely large, this may 
be moderated to some degree by Govern- 
ment decision affecting disposable con- 
sumer income, and the other items previ- 
ously mentioned. At the same time, an 
even more prominent uncertainty is that 
of supply. Should the military procure- 
ment program consume a large volume of 
television set components, some reduction 
in civilian output is indicated. 


6 


Nevertheless, any reductions in 1951 
supply and demand from current levels 
would not be the same as from 1950 
levels on an annual basis. In the fall of 
1950, production was estimated to be at 
an annual rate of nearly 9,000,000 units. 
Thus, a 25 per cent reduction from these 
levels could still permit the output of 
close to 6,500,000 sets, at least, in 1951. 

With respect to demand, many indus- 
try observers feel that up to 8,000,000 or 
10,000,000 can be sold annually in com- 
ing years, barring a sharp drop in dis- 
posable consumer income and assuming 
aggressive selling efforts. 

The effect of the recently imposed con- 
sumer credit controls on television de- 
mand cannot yet be accurately evaluated. 
While in the past credit restrictions have 
influenced demand for most major elec- 
tric appliances, television may prove to be 
in a class by itself because of the current 
low market saturation. 

Recently increased capacity may lead 
to a return of keen price competition, 
eventually, and a fight for industry posi- 
tion by the various companies, but this 
is not expected to be the case in 1951 
if we are to have a semi-war economy. 
The companies which turn out television 
sets are logical candidates for production 
of a wide range of military items. Thus, 
while dollar volume of civilian goods 
output could well be cut despite substan- 
tially higher prices, the addition of de- 
fense production indicates a continued 
high level of sales. From the standpoint of 
maintaining a high level of gross rev- 
enues, the industry appears to be in a 
relatively favorable position. 


Earnings and Sales Outlook 


The earnings outlook, while satisfac- 
tory, is not as favorable as that for sales. 
This is primarily because of the prob- 
ability of substantially higher corporate 
tax rates for 1951. Pre-tax profit margins 
on civilian production should be rela- 
tively well maintained even if there is a 
forced moderate reduction in sales of 
these products. Costs of materials and 
labor are rising, but economies can be 
effected through concentration on the 
most profitable items and reductions in 
selling expenses. 

Margins on military production may 
vary considerably. Assembly operations 
may permit only narrow spreads, but 
those which entail considerable research 
and engineering efforts may afford wider 
margins. 


The most important determinant of 
final profits for 1951 will be taxes. While 
it is impossible to predict what the tax 
rate will be, it can be said with reasonable 
certainty that the government will absorb 
a larger percentage of earnings in 195] 
than in 1950. Should an excess profits 
tax be imposed, the industry is in a fairly 
good position. Average earnings since the 
end of World War II have been relatively 
good although well below current levels. 
In addition, should “growth” companies 
receive any recognition under an EPT, 
television companies stand to benefit con- 
siderably. 


Most Companies Diversify 


Thus far in this discussion, however, 
we have considered only the television 
manufacturing activities of the companies 
engaged in the field. It should be pointed 
out that most companies in the group 
have achieved varying degrees of diversi- 
fication through participation in fields 
outside of the video industry. 

Admiral and Philco, for example, both 
occupy important positions in the refrig- 
erator and cooking range fields. Motorola 
and Philco are leading producers of 
automobile radios, R.C.A., through its 
NBC subsidiary, operates an extensive 
broadcasting and_telecasting network, 
Sparks-Withington does a large percent- 
age of its total business in automotive 
parts, while Sylvania Electric is well 
known for tubes, incandescent and fluo- 
rescent lamps. 

General Electric and Westinghouse 
Electric engage in all phases of the elec- 
trical equipment industry with television 
playing a relatively small role in total 
sales and earnings. While the video 
industry is a major outlet for capacitors 
made by Cornell-Dubilier, these devices 
are used in virtually every electronic prod- 
uct. In addition, practically all video 
makers including Emerson Radio & Pho- 
nograph, Magnavox, and Zenith manufac- 
ture a complete line of home radio re- 
ceivers. 

Although it remains to be seen whether 
credit controls and the expected decline 
in home building will reduce purchases of 
major appliances to any great extent, the 
demand for small appliances normally is 
relatively unaffected by these elements and 
may continue at close to peak levels. 

The appliance industry turned out tre- 
mendous quantities of military goods in 


World War II, and there is little likeli- 


(Continued on page 10) 
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HE stock market has been broadly expectations converted into reality. They 
both rising for four years, and, with transi- have “paper profits,” in other words. 
frig- ent relapses, prices as a whole have been Such profits can be turned into cash if 
rola headed upward for eight years. Inves- the stock owner elects to do so, and rein- 
> of tors in selected common stocks, with the vested by the investor who follows a defi- 
| its exceptions occurring in any bull market nite program. A point to be examined is: 
isive period, have been seeing their capital in- do discretion and long-range investment 
rork, crease. After so long a price upturn, strategy argue too strongly to be ignored When an investor converts a “paper 
cent- emphasis is lent to a question like this— for the cashing of paper profits and re- profit” into cash, the monetary thrill the 
ative Should price advances on stocks held investment of the realized cash and prin- transaction brings is shortly succeeded 
well be viewed by investors as a symbol of cipal? by an often dubious reaction. Take, for 
fluo- “paper profits” or as something quite ’ ' illustration, the oil company stock in the 
different? Sample Portfolio table. The $400 theoretical capital gain 
ouse By paper profits is meant an accumu- The table on the next page helps to is equal to slightly more than 24 per 
elec- lated capital gain—a cashable gain. This visualize a theoretical situation which cent on the original $1.575 investment. 
sion } discussion will seek to direct thought to- probably has numerous actual counter- The stock’s dividend payments in 1949 
total ward another side of capital gains. It is parts today. The group of five stocks is totaled $4 a share on the 25 shares; thus 
ideo } to be approached from an investment diversified over five industries; the short- if the investor cares to reckon the gain 
itors ¢ viewpoint, although an off the cuff con- est dividend record is 10 years without in capital as income, the sale of the stock 
vices sideration of “profits,” whether realized an omission in any year, the longest is would bring the owner the equivalent of 
rod- in cash or retained by keeping stock more than 100 years. The cost prices more than three years’ dividends at the 
ideo holdings intact, would give a speculative per share were taken from this year’s 1949 rate, after paying a capital gain 
Pho- coloring to the word. price range, so the capital gain has, theo- tax of, say, 20 per cent. 
ufac- Investment plans can logically be con- _ retically, occurred in less than 12 months. That would be a comfortable realiza- 
) re- cerned with an improvement of an inves- The list contains both sluggish and. _ tion until a thought struck in. The 
tor’s capital position at the same time upon occasion, “fast-moving” stocks: at investor has now to reinvest his original 
ther that capital protection and dividend in- least two of the group seldom appeal to capital of $1,575; he has to reinvest it 
cline come are sought intelligently. In fact, traders who seek relatively quick profits. at prices which are far higher than those 
es of experience shows that mighty few com- and the names of several others are in- prevailing when he bought his list of 
, the mon stock investors fail to take into ac- frequently found in published records stocks. At the 1949 dividend rate, the 
ly is count the expectation that shares acquired of investment company holdings. oil shares gave a yield of 6.3 per cent 
and after careful research sooner or later A dozen other similar lists could eas- on $1,575. Can the investor obtain as 
will be appraised in the market at prices ily be prepared from common stocks high a rate of dividend income on an- 
- tre- higher than they paid for them. listed on the New York Stock Exchange; other stock he might select? Besides, 
ls in A great many investors who made their so this study contains no suggestion for since he has taken his paper profit after 
keli- commitments in recent years—or earlier purchase or sale of individual stocks the market has advanced a long way. 


this year, for that matter—have seen 


mentioned. 


what are the chances that a reinvestment 
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several 


might not show a “paper loss” 
months hence? 

It is not implicit when an investor 
realizes a capital gain that he feels the 
market for the stock he sells has about 
reached the top of a short-term swing. 
He may simply have been tempted to 
sell by the dollar size of his capital gain. 
But 


prove, guessed the top pretty closely, the 


whether or not he has. as events 
problem of reinvestment is bound to be 


puzzling. 


Problem of Reinvestment 


If the investor is rigidly following a 
program which calls for reinvestment of 
dividends and capital gains. he can think 
that the gain of around $320 after pay- 
ing the Federal tax, gives him nearly 
$1.900 to reinvest. This enlarged sum, 
if invested at 6 would 


cent. return 


him about $112.50 a year, against $100 


per 


of dividends paid on the oil shares. But. 
again, can he get 6 per cent or more on 
a_ stock he considers 
factory in the higher market? 


investment satis- 

The question is not intended to imply 
that he cannot readily find another stock 
giving a 6 per cent or larger dividend 
vield. The question merely brings up the 
point that market 
which has scored a sizable advance of- 
fers problems that are different 
those considered when the original in- 
was made. The market has fa- 
vored the investor: his capital position is 


reinvestment in a 
from 
vestment 


have 
up. In addition. on the $10,125 invested 


comfortable because prices gone 
in the five stocks he would be receiving 
in this good dividend year an income at 
the rate of fully 8 per cent. 

The investor might reckon that, if he 
sells and reinvests both original capital 
and capital gain, less tax. the operation 
would be a logical “switch” into another 
stock. Many logical transfers from one 
stock into another are constantly going 
but. the 
theoretical illustration, the fact could not 


on. centering strategy upon 


he forgotten that the market has had a 
long advance. The nature of common 
stocks being what it is. sensitive to eco- 
nomic changes, nobody can at any mo- 
ment be reasonably certain about the 
price fluctuations 
may take. All that anybody can be cer- 
tain about is that stock prices will fluctu- 
ate, 


direction subsequent 


Viewing a “paper profit” from a dif- 
consider 


buffer erected 


ferent angle. the investor can 
appreciation as a cushion, a 
An accumu- 
larger tomor- 


against price uncertainties. 
lated capital gain may be 
row; it also may be smaller if prices 
work The table that the 
arbitrarily chosen block of stocks could 
recede 24 per cent in market value before 
reaching back to the original investment 


lower. shows 


of $10,125. The 24 per cent represents 
a margin of capital protection, 


“Room to Turn Around” 


When an uncashed capital gain exists. 
the investor has “room to turn around” 
ir, pursuing an investment program pro- 
viding for additional stock acquisitions 
as surplus income accrues from salary 
or wages. Reckoning that his selections 
were satisfactory. a price reaction after 
a considerable rise offers opportunity to 
enlarge his investment through averag- 
ing. As an emotional proposition, it is 
easier to average down from an appre- 
ciated value level than it is to buy more 
shares down under the original cost of 
a stock. (In a speculative account, the 
might additional 
stock purchases being made while price 
a kind of 
pyramiding which, in periods of wider 
market swings than those of the last four 


process be reversed, 


appreciation was proceeding 


or five years. could have grievous re- 
sults. ) 

But the this 
has to do with programmed investment 


substance of discussion 


a plan to add to stock holdings from 


time to time as an investors resources 


permit. The impulse guiding a program 





Original Investment and Capital Gains 


Held P 
50 Anaconda Copper 
25 Continental Oil 
100 General Motors 
25 International Salt 
100 Pennsylvania R R. 


S00 


\ 


Cost Mone Recent Capital 
S Invest Price Gain 
$31 $1,550 36 $ 250 
63 1.575 79 400 
381,* 3.850 52 1,350 
58 1.450 69 275 
17 1.700 19 200 

$10,125 $2.475 











is two-fold: to build a fund yielding a 
reasonable percentage of income on the 
money put into it, and to restrict capital 
risks by research and reasoned money 
management. Intelligent management is 
concerned with the uses of “paper prof- 
its”; it may soundly urge at times that 
stocks be sold and the principal and the 
cain be reinvested elsewhere. But logic. 
as well as simple mathematics, moves 
the careful investor engaged upon a pro- 
eram to pay due attention to the useful- 
ness of a buffer against the uncertain- 
and in support of the opportunities 

contained in a market subject to price 
fluctuations at any time. 


ties 


The purpose of an investment program 
is to acquire securities. With an owner- 
ship goal kept steadily in mind, the in- 
vestor is in position to be philosophical 
about price changes. There is nothing he 
can do about them 
of them. A market that happens to rise 
extensively, causing an appreciated value 


except to make use 


for stocks already owned, adds an unearn- 
ed increment to money previously in- 
but 
as the investor’s program for regular or 


vested. The addition is comforting: 


occasional investment, when surplus funds 
accumulate, makes new purchases neces- 
sary at rising prices. he is averaging up- 
ward, Averaging downward has a 
advantage for his fund, so he 


greater 
accepts 
markets. now going up and later retreat- 
ing. as grist for his mill. 

the 
committed to a long-range undertaking 
to invest, say $10,000 or $25,000 in care- 
fully selected common stocks 


In other words. investor who is 


or to con- 
tinue investing as regularly as his means 
looks at 
bull or bear market as a transient 
affair. The one will be succeeded by the 
other in due course, if market history 


permit for LO years or 20 years 
any 


means anything. In the sweep of both, con- 
stantly averaged prices will. he calculates, 
give him a reasonable over-all average 
cost for securities bought and held. 
Wittam W. Cra 


Statistical and other factual information 
as well as comment regarding any securities 
referred to in THe EXCHANGE have been ob- 
tained from sources deemed to be reliable, 
but THe EXCHANGE assumes no responsi- 
bility for their accuracy or completeness. 
Veither such information nor any reference 
to any particular securities is intended to be 
or should be considered as in any way a 
recommendation for the purchase, sale or 
retention of any such securities. 
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Last Year’s Record 
Surpassed, Many 
“Special ” Payments 


Increased 


Year-End Dividends 


TOCKHOLDERS are having a good 
~ year. Declarations of “special” and 
“year-end” disbursements this quarter 
have been more numerous than a year 
ago. In many cases they are larger. At the 
rate of October and November decisions 
of boards of directors, the prospect is that 
the last quarter of 1948, when business 
was decidedly prosperous, will be sur- 
passed by a wide margin. 

Statistics on the next page reveal a 
practical antidote to inflation. Although 
the dollar’s buying power is estimated 
around 60 cents of the pre-World War II 
dollar, stockholders are getting more dol- 
lars. An interesting element in the figures 
is the material they supply for study of in- 
dustries which have done unusually well 
this year. It is not unusual to find cor- 
porations in the figures whose moderate 
distributions for the first three quarters 
failed to suggest the large disbursements 
of the last quarter. 

Stock dividends have also featured the 
current quarter. The year’s business ac- 
tivity, and rewards to stockholders, are 
reflected (in the statistics) by the large 
number of companies to pay extras which 
paid none in the last three months of 1949, 

Yet comparatively few corporations 
have paid out an unusually high percent- 
age of net earnings. Dividend payments, 
in relation to earnings, were subnormal in 
the early post-war years. Many companies 
kept a large share of their net profits to 
help finance expansion programs. Now 
many of these programs have been largely 
completed. releasing more funds for the 
stockholders. 

Not only is less money tied up in the 
building of new plants, but stockholders 





are getting the benefit of the earning 
power of the recently enlarged facilities. 

The table on the next page of special dis- 
tributions. with 1949 comparisons. covers 
this year through November 4, leaving 
time for action by other boards of direc- 
tors before the year comes to a close. This 
record, therefore. should be regarded 
more as a sampling of 1950 distributions 
than as a complete record. Onty those 
announcements labelled year-end. extra. 
or special are included. 

The over-all increase over 1949, which. 
although a stable dividend year saw a 
number of decreased payments, is sub- 
stantial. Of the 105 listed companies de- 
claring special distributions. 84 increased 
payments. 13 declared the same amount. 
and only 8 made a smaller payment. De- 
creases in special payments do not. how- 
ever. mean reductions in total annual 
payments in all cases. International Har- 
vester Co., for example. paid more over 
the full year in spite of lower fourth- 
quarter declarations. The same is true of 
Continental Can Co.. which doubled its 
quarterly rate in 1950, 

Percentage-wise. these figures mean 
that 80 per cent of the paying companies 
increased their distributions, while only 
7.6 voted smaller last quarter (1950) ex- 


tras or specials. 


Ten Companies Resume Extras 


Among the 10 “firsts” in this year’s list 
are such long-record dividend payers as 
Pullman, Inc., Standard Oil of California, 
and Union Carbide and Carbon, which 
declared their first extras in recent years. 
Pullman, with $4 total disbursements this 
year, made the largest full year payment 


in its history on its capital stock. Fire- 
stone Tire and Rubber Co. also rejoined 
the list with its first extra since Novem- 
her, 1946. A glance at the record of nine 
months’ earnings on page 4 shows the 
cause of the abundance of good dividend 
news. At least two companies—Revere 
Copper and Brass Co. and Yale and 


Towne Mfe. 


vear’s for the same period. 


reported earnings triple last 


Uncertainty regarding retroactive cor- 
porate tax legislation caused a reduction 
in the fourth quarter declarations of the 
Norfolk and Western Ry.. according to 
President R. H. Smith. Coupled with this. 
he reported, were increased material and 
supply costs, and heavy expenditures for 
new equipment to be delivered in the com- 
ing year, which will be financed from 
earnings rather than through borrowing. 


Special Stock Dividends 

In addition to regular quarterlies or 
cash extras. a number of stock dividends 
have been declared. Mead Corp. declared 
a 25 per cent stock dividend plus a 60 
cent extra. Pacific Mills. Inc.. voted 5 pet 
cent stock dividend in addition: to a 50 
cent extra. A dividend of 20 per cent in 
stock was declared by the United Electric 
Coal Companies. 

Emerson Radio and Phonograph Corp.. 
which split two-for-one last May, de- 
clared a stock dividend of 10 per cent. A 
like dividend was paid at the 1949 year- 
end. Sun Oil Co. also declared the same 
10 per cent stock dividend as in 1949, and 
the Standard Steel Spring Co.. which paid 
two extras totaling 55 cents in 1949, de- 
clared a 10 per cent stock dividend this 


vear. 





The comparisons of this autumn’s ex- 
traordinary disbursements with those of a 
year ago make good investor reading; but 
what of the prospect for 1951? Large cali- 
bre manufacturing of defense and peace- 
time goods is expected. A looming excess 


profits tax, and higher corporate income 
taxes, inject much conjecture, however, 
into the prospect, even allowing for the 
normal growth of the American economy 
under stimulus of increasing numbers of 
consumers. 





**Year-end”’ 


and “Extra” Cash Dividends Declared 


(In fourth quarter through Nov. 4) 


—Per Share— 


Company 1950 1949 
Allied Kid Co. . . . ... $.10 $ — 
Allis-Chalmers Mfg. Co. . . . 1.00 40 
Amer. Chain & Cable Corp... . .70 40 
American Chicle Co. . Be 25 
Am. Home Prod. Co. . . . 80 50 
Amer. Metal Co. Ltd.. . . . 1.00 
Am. Rad. & Stan. San. Corp. . 50 25 
Anderson Clayton & Co. . . 50 — 
Atlas Tack Corp. . . ~~. 1.50 
Bangor & Aroostook R. R. = ae 
Bell & Howell Co. . . . . 50 
Bigelow-Sanford Carpet Co... 60 
Blaw-Knox Co. ..... . 25 25 
Boeing Airplane Co... . . 2.00 1.00 
Bohn Aluminum & Brass Corp. 50 - 
Borg-Warner Corp. . .. . 2.00 1.00 
Brooklyn Union Gas Co.. . . By 
Budd Co. . . oes tw 2 
Burlington Mills Cane. , ; 50 — 
Burroughs Add. Mach. Co. . 10 10 
Chickasha Cotton Oil Co... . 25 — 
Columbia Pictures Corp... . 20 ~- 
Continental Can Co. . . . 30 50 
Diamond Match Co. . . . .~ 1.00 50 
Diamond Match Co. pfd. . 50 50 
Eagle-Picher Co. . ... . 30 - 
Bates Nite. Ge.. . . 2 « « 50 
Fairbanks, Morse & Co. . . . 50 
Fajardo Sugar Co. oe 50 50 
Federal-Mogul Corp. . . . . 40 15 
Firestone Tire & Rubb. Co. . . 1.00 
Firth Carpet Co. . .... 20 - 
Romest Geir Co... . . ss 60 30 
General Electric Co... . . 1.00 50 
Gen. Refractories Co.. . . . 50 

Gen. Tire & Rubber Co... . 50 — 
Goebel Brewing Co. . . . . 15 

Gall Ol} Comp. . . . . ss. LO - 
Halliburton O.W.C. Co. . . . 29 50 
Hooker Electrochem. Co.. . . 50 _ 
Hudson Bay Min. & Sm., Ltd. . 1.00 — 
Hudson Motor Car Co. . . . ao 25 
Inland Steel Co. . . . . . 1.00 1.00 
Int'l. Harvester Co. . . . . 30 40 
Semen Fee Gk kw ee 50 

Kern County Land Co. . . 1.00 

G. M. Memey Ca... « ss 45 40 
ee an a 00 - 
= See Ga a kw ce 29 30 
ee a ee a ey 1.10 
Lehigh Port. Cement Co. . . 50 " 
Life Savers Corp. . . cn. ea 1.00 
Liggett & Myers Tob. Co. . . 1.00 1.00 


—Per Share— 


Company 1950 1949 
Liquid Carbonic Corp. . . . By 
Lukens Steel Co. . . . . ao -- 
McGraw Electric Co. . ‘ 50 50 
Meeae Coty. «6 6 ss .60 oe 
Mid-Continent Pet. Corp. . . 25 
Mohawk Carpet Mills, Inc.. . 1.00 1.00 
Monsanto Chemical Co. . . . 50 - 
Motor Wheel Corp. . . . . 1.50 1.00 
Nashville, Chat. & St. L. Ry. . 1.00 
eet meme Ch. 6 ss ke 50 - 
Nat'l. Container Corp.. . . . 15 — 
Nat’l. Dairy Prods. Corp.. . . .20 — 
Nat'l. Gypsum Co... .. . 2 Be 
Neisner Bros., Inc... . . . . .20 .20 
Norfolk & Western Ry. . . . 50 1.00 
Ohio Oil Co. . . . as 75 35 
Pacific Mills... .... 50 - 
Peabody Coal Co... . . . 10 - 
Penna. Glass Sand Corp... . . .20 — 
Pittsburgh Plate Glass Co.. . 1.75 1.00 
Poor & Co. Clas B . ... 50 50 
Pullman, Inc... - « 200 - 
Quaker State Oil Re f /‘ a .20 — 
Safeway Stores, Inc. . 2... 30 - 
St. Regis Paper Co.. . . . . 10 — 
Sears, Roebuck & Co... . . . 75 25 
Sloss-Sheffeld St. & I. Co. . . 1.00 —- 
A. Smith & Sons Carpet Co... 50 — 
Socony-Vacuum Oil Co. . . . 25 
Standard Brands, Inc. . . . 50 25 
Standard Oil Co. (Cal.) . . . 1.00 
Sterling Drug, Inc... . . .. 50 25 
J. P. Stevens G&G Co. . ... 210 75 
Texas Ce. . mn =e & ee Be 
Texas Gulf Prod. Co. it kar ue xs a — 
Texas Pacific C.& O. Co. . . .20 10 
Thatcher Glass Mfg. Co. . . 10 o 
Tidewater Assoc. Oil Co.. . . 30 — 
Union Carb. & Carb. Corp... 20 — 
U. Biscuit Co. of Amer... . .20 35 
U. Eng. & Fndry. Co.. . . . 1.00 Be 
U. S. Steel ee Ry i 
Hiram Walker-G. & W., Ltd. 1.00 
W. Indies Sugar Corp.. . . . 1.25 B* 
Westinghouse Air Br. Co. . . 50 - 
Westinghouse Elec. Corp. . . 40 .20 
S. S. White Dent. Mfg. Co... 10 10 
Weer O89 (a5 2 6 = is 15 — 
Wyandotte Worsted Co... . 10 80 
Youngstown Sh. & T. Co... 25 — 
Yale & Towne Mfg. Co... . 00 
Zenith Radio Corp. . .. . 50 
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Analysts Keep Abreast 
of Price Changes 


(Continued from page 2) 


have been made since 1942 by investors 
who bought these stocks when they were 
down and waited for times to change. Pro- 
fessional advisers of the public did very 
well in this field. They adequately appreci- 
ated the possibilities. The literature of 
their analyses exists to prove that. 

The same was true of the defaulted rail 
bonds. Here again years of trial and 
tribulation finally created the possibility 
for change. There is the possibility for 
the other sort of change, too, the change 
for the worse. But, whether for better 
or worse, the key element in the markets 
is change. Any market problem should 
be analyzed from the point of view of 
change. The type of change, the dimen- 
sion in which it will occur, the speed at 
which it might occur are all important 
problems. But change is the key element 
of the markets. 


Accent on TV and Radio 


(Continued from page 6) 


hood that appliance production will be 
cut substantially below levels which can 
be expected to be offset by new contracts 
for military items under conditions of 
an accelerated defense program. 

Producers of electrical products con- 
sumed by industry and utilities probably 
are in the most favorable position to main- 
tain a high level of sales. Cutler-Hammer, 
General Instrument, Master Electric, 
Square D, and Weston Electrical Instru- 
ment should be able to continue compar- 
atively normal operations (which gen- 
erally include some defense business) 
whether under peacetime or semi-war 
conditions. Demand from utilities and 
general industry for electrical equipment 
is expected to be large and materials for 
this business probably will receive a good 
priority. 

In the final analysis, over-all sales pros- 
pects for the electrical equipment indus- 
try for 1951 are relatively favorable. 
Until next year’s corporate tax rates are 
determined, little can be said of the trend 
of final earnings. Financially, the indus- 
try is in excellent condition and there is 
every reason to believe that the intrinsic 
worth of companies participating in the 
field will be strengthened in the future as 
in the past. 
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THE CHEMICALS 


....A Look at Companies Outside the Roster of Giants 


HEN the many branches of the 

chemical industry are surveyed, it 
becomes clear that the business is one of 
the main girders supporting the American 
economy, As was the case with preced- 
ing discussions in THE EXCHANGE of the 
less publicized industrial companies listed 
on the New York Stock Exchange, the 
chemical group requires reference to in- 
dividual concerns which are prominent by 
reason of special products. In fact, some 


Drying 
cellulose 
acetate. 


pours into 
storage tank, 





MANUFACTURING PLASTICS 


Cellulose acetate 


corporations, rating well below the giant 
companies in size and capital, are really 
“king-size” in their particular product 


field. 


Mathieson Chemical Corp., for exam- 
ple, although its common stock capital is 
represented by less than 3,000,000 shares 
(the stock was recently split 2 for 1) is 
rated as the fifth largest domestic pro- 
ducer of alkalies. The feature of com- 
panies presented in the table of statistics 
with this article is, however, product 
diversification. One of the corporations 
maintains no less than five operating divi- 
sions; the chemicals it produces are used 
by a half-dozen or more basic industries 
which supply the public with a wide array 
of goods consumed or employed in every- 


day life. 


The word “chemical” can be applied 
loosely to a great many companies be- 
sides the sampling contained in the sta- 
tistics. Dozens of petroleum, mining, steel 
and iron, agricultural and other corpora- 
tions produce chemicals as by-products 
for sale; and there are numerous drug- 
making concerns in the Stock Exchange 
list—all in chemicals in one way or an- 
other. The group presented for study here 
is pretty well limited to organizations 
whose activities are concerned with the 
making of base products used largely by 
other manufacturers in preparing finished 
goods for public use and consumption. 


During periods of active general busi- 
ness, most chemical companies can report 
sizable net earnings and well-sustained 
dividend records. Except in one instance, 
the tabled corporations disclose no excep- 
tionally long records of uninterrupted an- 
nual dividends; but it is seen that the ma- 
jority have rewarded stockholders steadily 
for 15 years or longer—a situa- 
tion which speaks favorably, too, 





for investors in selected chemical 
company stocks during indiffer- 
ent times, for two-thirds of the 


wine cattoway sampled concerns paid dividends 


in part or all of the depressed 1930s as 
well as in more recent years. 

In respect to diversified products, the 
following summaries of individual com- 
pany activities paint a varied picture: 

HEYDEN CHEMICAL Corp. manu- 
factures synthetic organic chemicals for 
industrial, medicinal, pharmaceutical and 
miscellaneous uses. Products include peni- 
cillin, formaldehydes, and materials for 
making plastics, paper, dyestuffs, textiles. 
paints, etc, 

Koppers Co. . . . is engaged in produc- 
ing coke, coke-oven by-products, and re- 
lated chemicals, creosoted wood materials. 
etc., and its engineering and construction 
division builds coke, chemical and gas 
generating facilities, storage plants and 
the like. 

MATHIESON CHEMICAL Corp. . . . rates 
as the fifth largest domestic producer of 
alkalies, such as caustic soda, soda ash. 
chlorine, salt cake and synthetic ammonia. 
Products are used in making glass, soap. 
pulp and paper, textiles, etc. 

Norco CuHemicaL Co... . is widely 
diversified, operating five principal divi- 
sions which process chemicals used by 
textile, paper, metal working, soap, lubri- 
cant, water-proofing and drug products 
industries among others. 

PaRKER Rust Proor Co. 
motor car industry accounts, and manu- 
facturers of refrigerators and hardware, 
such customers taking a great part of the 
output of rust proofing products. 

Penna. Sact Mrc. Co. . .’. makes 
heavy chemicals such as chloride of lime, 
kryolith, sulphuric, nitric and hydro- 
fluoric acids, lye, aluminum phosphates. 
insecticides, etc. Also controls and op- 
erates companies supplying water, light, 


serves 


heat and coal in an area surrounding a 
plant location. 

Victor CHEemMicaAL WoRKS ... is a 
prominent producer of phosphorus, high- 
grade phosphoric acid, phosphates and 
allied chemicals. Largest outlet is the 
food industry; serves also the soap, phar- 
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maceutical, steel, fertilizer, paint, petro- 
leum and other industries. 

One of the more prominent growth in- 
dustries. the chemical business requires 
steady infusion of additional capital. In 
recent years growth has been so stimulated 
hy laboratory discoveries of new products 
that many companies have had to add 
plant and equipment on a great scale. 

The comparative earnings of most of 
the companies reflect this vear’s strong 
husiness situation. In many instances net 
profits per common stock share exceeded 
in the first nine months the totals for all 
of 1949. In few cases. however. did such 
expansion occur as was revealed in a re- 
view last month of certain specialty steel 
concerns. which earned more in the first 
six months than in all of last year. 

The chemical industry seldom enters 
areas where the demand from customers 
is marked by a particular industrial cus- 
chemical 
pany s order books for a long period. In 
the steel industry. on the other hand. ex- 
ceptionally 


tomer s dominance of a com- 


high operating conditions 
among corporate consumers of steel spe- 
cialties—-such as the motor car makers 
can cause some steel concerns to stand 
above others in regard to earnings. 
Although cash dividends have been 
higher this year than last in the chemical 
group, the percentage of net profits dis- 
tributed has been conservative in the past. 
This year’s full story remains to be told. 
in the light of numerous special or extra 
payments scheduled for the last quarter. 


Stock Split-Ups in 1950 


aes trend toward stock split-ups gained 
# headway in the first ten months of 
1950 as 20 listed companies divided their 
common shares in a ratio of 2 for 1 or 
better. In the full year 1949 only 17 com- 
panies split their issues. Half of this year’s 
splits occurred in the last four months, 
and more than ten proposed splits are 
waiting approval of stockholders between 
now and the end of January. Chemical 
and steel companies, it will be seen, dom- 
inate the list. 

In terms of the number of shares in- 
volved, the largest split in the history of 
American industry took place in October 
when General Motors increased the num- 
ber of its shares outstanding to 86.,- 
208.680, the largest issue listed on the 
New York Stock Exchange. 

The effect of split-ups on trading vol- 
ume can be demonstrated by two recent 
examples. The average daily volume in 
Scott Paper for March, a month before 
the announcement of the split, was 428 
shares. September volume, a month after 
the split, exceeded the earlier period by 
54.2 per cent, compared to a rise in vol- 
ume for all stocks listed on the Exchange 
of 19.38 per cent. 

Average daily volume of General Mo- 
tors. also selling over $100 betore the 
split, rose 166 per cent during a period 
covering two weeks before announcement 








SMALLER CHEMICAL COMPANIES 

Year Div Earning Per Share 1949 

Began(a 1949 195\ Div. 
Commercial Solvents Corp. 1940 $1.28 9 mos. Sept. $1.07 $1.50 
Hercules Powder Co. 1913 3.58 9 mos. Sept. 3.86 2.69 
Heyden Chemical Corp. 1929 1.11 9 mos. Sept. 1.15 1.00 
Hooker Electrochem. Corp... 1937 2.51 9 mos. Aug. 3.15 1.20 
Int. Minerals & Chem. Corp. 1942 6.80" 3 mos. Sept. 1.07 2.00 
Koppers Co. o @ 4 1939 1.03 9mos. Sept. 4.65 2.00 
Mathieson Chemical Corp. 1926 2.56 9 mos. Sept. 2.38 1.06% 
Monsanto Chemical Co. 1925 3.60 9 mos. Sept. 4.48 2.00 
Nopeo Chemical Co. 1927 2.46 9mos. Sept. 3.80 1.60 
Parker Rust Proof Co. 1924 3.39 9mos. June 2.86 2.50 
Penna. Glass Sand Corp. 1936 3.15 9mos, Sept. 2.84 1.6 
Penna. Salt Mfg. Co. 1863 2.90 9 mos. Sept. 3.53 1.80 
Pittsburgh Coke & Chem. Co. 1940 3.14 9 mos. Sept. 3.73 0.95 
Rohm & Haas Co. ‘ 1927 6.09 9 mos. Sept. 6.64 1.00 
U.S. Industrial Chemical 1950 1.31 6 mos. Sept. 2.96 0.00 
Victor Chemical Works 1926 3.35 9 mos. Sept. 3.69 2.00 
1) Year ended 6-30-50 
*) Year ended 
‘) First vear f annual secutiy payments 
t Adjusted 














Stock Spuit-Ups IN 
First 10 MontHs oF 1950 
Ratio of 2 for 1 or more 
Date New 


Ratio Stock Listed 
Allied Chemical & Dye Corp. { for 1 Sept. 5 
Anchor Hocking Glass Corp. .2 for 1 June 2 
Atlas Powder Co. . -2 for 1 August 1 
Bower Roller Bearing Co. . .2 for 1 August 16 
Cons. Gas El. Lt. & Pwr. of Balt. 3 for 1) April 11 
Emerson Radio & Phon. Corp. . 2 for 1 June 26 
General Motors Corp. . « fer l Oct. 3 
Libby-Owens Ford Glass Co. 2 for 1 Aug. 28 
Mathieson Chemical Corp. 2 for 1 July 27 
Minneapolis-Honeywell Reg. Co. 2 for 1 April 3 
National Steel Corp. . .3 for 1 March 31 
N. Y. State Elec. & Gas Corp. 2 for 1 Mareh 29 
Pfeiffer Brewing Co. .2 for 1 June 5 
Publie Service Co. of Colo. 2 for 1 May 23 
Seott Paper Co. 2 for 1 July 31 
Skelly Oil Corp. 5 . 2 for 1 May 19 
United-Carr Fastener’ Corp. 2 for 1 April 3 
Vulcan Detinning Co. . 2 for 1 Sept. } 
Wheeling Steel Corp. . 2 for 1 May 16 
Youngstown Sheet & T. Co. . 2 for 1 Oct. 13 





to two weeks after listing of the new stock. 
During the same period volume of all 
shares listed on the Exchange increased 
30.6 per cent. 

Increasing the volume and the number 
of shareholders is a vital factor in market 
stability, moreover. As more bids and 
offers flow into the market, the range of 
quotations is narrowed, the enlarged num- 
ber of shares customarily finding their 
way into more hands. 

The full results of a stock split, how- 
ever, cannot be determined until a year 
or more has passed. By going back only 
three years, evidence of considerable cor- 


-porate growth can be uncovered in at least 


two Vulcan Detinning Co. and 
Emerson Radio and Phonograph Corp. 

each of which split prior to 1950. Emer- 
son split its common stock 2 for 1 in 
March, 1948, then 2 for 1 again last June. 
One share of the original stock, purchased 


Cases 


at the average price for the year preced- 
ing the first split, would have cost $18.07. 
Today the investor who held that share 
would have four shares aggregating 
$71.14, using prices of early November. 
This represents a capital appreciation of 
294 per cent. A similar calculation on 
Vulcan Detinning common shows that the 
holder of one original share before the 
5 for | split in 1947 would now possess 
ten shares aggregating $186.63 for a capi- 
tal gain of 32.8 per cent. 
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The Toledo Edison 
Company 


Shares 


4,160,125 
k, Par $9 
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HE Toledo Edison Company is an, 
utility 
2.500-square-mile area of Northwestern 


electric operating serving a 
Ohio. The company supplies electricity to 
157 communities and one of the richest 
farm areas in the state. The largest com- 
munity Toledo, an important 
Great Lakes port and railroad center with 
a population of more than 300,000, 
Much of the industrial load is concen- 
trated in the Toledo area and is well di- 
versified as to types of industry. 
the important industrial activities here 
are refining, auto and auto parts manu- 
facturing, manufacturing. grain 
milling operations and steel and _ plastic 


served is 


Among 


glass 





1948 
1948 
$23,868,000 
3,279,000 


Financial Results, 1949 vs. 
1949 

. $24.750.000 

4.217.000 


Operating Revenue 
Adjusted Net Income 
Net Available for 


Common 3.537.000 2.599.000 


Earned Per Common 
Share 


$0.85 $0.62 














Acme Station of the Toledo Edison Co. on 
the Maumee River 


Toledo, Ohio. 


near 


products manufacturing. The area around 


the city is rich limestone and is the 


site of extensive operations 
which provide a large electrical load. In 

Edison’s farm load has _ in- 
substantially. The average per- 
larm demand this year is 3.000 kwh as 
compared with 1,000 kwh in 1940. 

Although the Toledo Edison Company 
is primarily an electric power supplier, it 
also provides heat for 
Toledo and distributes gas in Defiance 
and Delta, Ohio. 
handle Eastern Pipe Line Co. mains and 
retailed to about 2,600 consumers. 

Until this year, the Cities Service Co. 
controlled Toledo Edison through owner- 
ship of 98 per cent of the utility’s com- 
mon stock. Sale of the ¢ 
terms of the Holding Company Act re- 
sulted in distribution of the stock among 
70.000 stockholders. Management and 
board are entirely local. Dividends have 
each year 


quarrying 


addition, 
creased 


steam downtown 


Gas is drawn from Pan- 


smMimMon 


been paid on the common in 


since 1922. 


under 


Three 
hydro-electric plant give the company a 
combined net capacity of 300,000 kw. A 


steam-electric stations and one 


new 75.000 kw generating unit being in- 
stalled in the Acme Station, Toledo. for 
operation next summer, will increase the 
system capacity to 375.000 kw. This com- 
pares with a peak load to date of 265,000 
kw. The company also has a dependable 
through in- 
lerconnections with the Ohio Edison and 
Ohio Power Companies. 


source of emergency power 


The company’s postwar expansion pro- 
gram, begun in 1947, is expected to 
amount to $48 million by the end of 1951. 
About $34 five-year pro- 
gram will be completed by the end of this 


million of the 
vear. More than 30 per cent of the com- 
pany's transmission and distribution sys- 
tems have been constructed since 1910, 
During the past ten years the com- 
panys peak system load has increased 
93.4 per cent. Growing demand for elec- 
tric power in this territory is evidenced 
by an increase of 107.2 per cent in kwh 
of electric sales between 1940 and 1950. 
The average number of customers served 
this year is 155.593, 
crease over 1940. 


a 24.1) per cent in- 





Heavy transmission lines going up 
in $48 million expansion program. 












WHY DO STOCK PRICES CHANGE 


Imagine a typical auction. The auc- 
tioneer calls for bids on some early 
American chairs. He points to one. 


“I hear $40. Forty-five? Thank 
you, sir! 


““Will someone make it fifty? Forty- 
five I have—a lady bids $50. Fifty-five 


over there—and sixty? 


“Sixty, a bargain at $60. Sixty-five? 
Do I hear sixty-five?...Sold for $60.” 
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On the New York Stock Exchange 
there is a continuing auction. . .in 
stocks. But unlike the country auc- 


Members and Member Firms 


tion, the Stock Exchange is a market 
place for securities in which thou- 
sands of investors, from all over the 
country, participate daily. Their 
orders are serviced by its members, 
acting as their agents, every busi- 
ness day. 


Actually, it’s a double auction, 
working both ways. Bidders want to 
buy their stock from sellers at the 
lowest possible price. Sellers want to 
get the highest price for the shares 
they are offering. When a buyer’s bid 
and a seller’s offer arrive at a mutu- 
ally acceptable price, a purchase is 
completed, a sale is made... at the 
best price available in this national 
market, at that moment. 


That’s the kind of give and take 
goingon all thetime at the Exchange, 


A 


in the 1,500 stocks that are listed. 

That’s why stock prices change. A 

buyer whose bid is too low can raise 

it. An offer to sell that is too high can 

be lowered. It’s an auction market 
. for buyers and sellers. 


Allkindsof factors influence people 
to buy or sell... earnings and divi- 
dends .. . purchasing power of the 
dollar. . .new production records... 
a war won or threatened ...a change 
in tax laws...strike news... 
other factors. 


The Exchange does not set prices. 
Prices are determined by the public’s 
appraisals of the attraction of stocks 
in terms of benefits offered and risk 
assumed. The Exchange does see 
that prices are arrived at openly 
and fairly, and published promptly. 
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A SHARE OF A BUSINESS. When you buy or sell a share of stock, you buy 
or sell a share of a business, an interest in everything that company 
has—its laboratories, supplies, patents, factories, reputation. Infor- 
mation about any corporation’s operations and financial condition, its 
earnings and dividend record— facts essential to an investment decision 
—are yours for the asking, without obligation, at offices of member 
firms of the New York Stock Exchange. They are located in 377 cities. 
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